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INTRODUCED BY~ -~w_~~ 

I -;1:/~J~ 

• ~. '" '"'"' '~""' "'"""" '"" JdJ. Fl::~~ ::r::~K AT THE WHOLESALE AND RETAIL LEVEL SO AS TO 

b PROHIBIT SALE OF MILK AS A LOSS LEADER IN MARKETS, TO 

1 ESTABLISH MAXIMUM PRICE FIXING OF MILK AT THE WHOLESALE AND 

8 RETAIL LEVEL. TO ELIMINATE PRICE fiXING FJR THE JOBBV.&G OF 

9 MILK, AND TO REQUIRE LICENSING OF MILK RETAILERS; AMENDING 

IO SECTIONS 27-406t 27-407, 27-408o 27-409, 27-410, AND 27-414• 

11 R.C.M. 1947.• 

12 

13 BE IT ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

14 Section 1. Section 27-406o R.c.M. 1947, is amended to 

15 read as follows: 

16 •27-406. Markets. 11) Pursuant to the declaration of 

17 policy relating to milk set forth in ~eet~on 27-401, the 

18 department shall designate natural marketing areas which 

19 shall together embrace all the geographical area of the 

20 state and shall enforce minimu• produc2rT ~~mum 

2l wholesaley and retail prices established for those areas by 

22 the board. 

23 12) Natural marketing areas shall be established 

24 throughout the state by th~ departaent. Before a pro~osed 

25 natural mar:.<.eting area is. estab1 i~~;,_ d 2 .. on~~ ... ~,;._~~.e-::-~~·~-=- J-fi.~--
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notice of a• least th+~ty-t30t days, shall ~old a hearin~ or 

2 hearings, at a place or places within the proposed area. at 

3 which p~OdtJcers and dist~ibutors doing business within th€ 

.. proposed natural marketin~ areay who are licensea by the 

5 department of liv2stocky and th2 consuming public lllay 

6 ~resent evidence and testify. If the nearin~ or hearings 

7 mak2 it evident to the d2partment that the est3blishment of 

ll the proposed natural marketing •rea is in the public 

9 interest, the departm~nt shall establish tne natural 

10 marketing area. 

11 (3) The department may from time to tiae adjust the 

12 bound~ries of natural marketing areasy if after a hearing 

l3 upon notice of at least th+rty-t3Dt days to all inter-:::!sted 

14 parties it finds the adjust•ent to be in the public 

15 inta-r2st.• 

16 Section z. Section 27-407, R.c.H. 1947, is amendej to 

17 r2ad as follows: 

18 "27-407. Establi~hment of minimum ~_max~ pricas 

19 ~rrd-PLQfit_Le1el• (l) Toe board shall fix minimum producery 

20 ~n~-~xlmum wholesaler, jo~e@~y and retail prices for ~lass 

21 1 mil~, and minimum pro~uc2r pric~s only for cl~ss II an~ 

22 class Ill ~ilk in all ~reilS of the statey 1y adoptin~ rules 

23 in a manner prescribed ~y the ~ontano A,J:rni ni str'ltiv2 

24 Procedure> Act. I.l:JL_!;=t_Q.f_,;rr_.o~~i.nll-st!l!Ldcl.Ll!E.li!l.QJLilk 

2 5 ~llilll__u.g~~ll.elL_l2LJ~ll..oirriL_l.!L-~LY.~i.nll--all 
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~~~ll-JIJ...a..n.L_an d reta.il.eL_~ll __ imJL__t;;illJ:..u.Lili~---'l 

.~ts:..i~lL.a.:tm:ag!Lk!2il--!.lf_.d..Ql.n.g__hw; i ness. Ihe__h!l>iuL_!ill.all 

also establish a aioimum profit Je~below which ng mjlk 

mQ~e sold.a~esale or r~tail• jn order_to prevent Lbe 

sale of mjlk as a loss~r jo •arkets. 

(2) The board shall establish such prices oy means of 

flexible formulas and cost~~ which shall be devis~d so 

that they bring about such auto•atic changes in all M+ft+~ 

m~ prices as are justified on the basis of cnang2s in 

production costs and supplyt processing~ eftrl distribution 

eos~s. and retailing costs. 

(31 The board shall consider the balance between 

production and consumption of milkt the costs of production 

and distrioution, and prices in adjacent and neighboring 

areas and statesy so that mf~f.um prices which are fair and 

equitable to producers, distributors, jobb~~~T retai10~s. 

and consu•er5 may result. 

(4) The board shall, when publishing notice of 

proposed rule making under authority of this section, set 

forth the specific fdctors which shall be -caken j nto 

consideration in establishing the formulas and in particular 

in determining costs of production and distribution and of 

the actual dollars and cents costs of production and 

distribution which ~r~liminary studies and investigations of 

auditors or accountants in jts em~loyment indicate wil1 o~ 

-J-

l 

J 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

lB 

19 

20 

21 

22 

23 

24 

25 

LC 0 332/01 

should be shown at the hearing, so that all interested 

parties will have opportunity to be heard and to question or 

rebut such considerations as a matter of record. 

(5) Such specific factors may includey but shall not 

be limited toy the followin~ items: 

(a) ~tt~~eft~ cyrrent and prospective supplies of milk 

in relation to current and prospective demands for such milk 

for all purposes; 

(b) ~he ~ ability and willingness of consumers to 

purchase, which shall include among other thingsy per capita 

disposable inca.e statistics, consumer price indices, and 

wholesale price Indices; 

(c) ~he ~ cost factors in producing milk, which 

shall include among other tnings the prices paid by farmers 

generally (as used in parity calculations of the United 

States Bepe~~me~ g;;:.partment of Ag~ieH+~u~e agLLkuitULS:.)• 

prices paid by farmers for dairy feed in particular1 and 

far~ wage rates jn this state; 

(d) +he ~ alternative opportunities, both farm and 

nonfarm, open to milk producers, which shall include1 ~mong 

other things, prices received by farmers for all products 

other than milk, prices rec~ived by farMers for beef cattle. 

and the percentage of unemployment in the state and nation 

as determined by appropriate state and federal agencies; 

{e) ~he ~bs:. prices of b~er-ftO~+ot nu~er. nonfat dry 
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milk, and cheesei 

(f) ~he ~ cost factors in distributing milk• which 

shall include aaon9 other things the prices paid by 

distributors for equipment of all types required to process 

and market silk and prevailing wage rates in this state; 

tgt--~e--e~~--~e~&rs--~ft--jobb~~--~+ky-wft*eh-~~ 

~~elHde-~-o~he~-~h~g~-~~-~~e~-and-~edieft~-eo~~~Y 

e~~~~he~-paekeg~s~y--~ee~+~-e~~-~--~het 

:t-~--of--~et"eT--adtiMstrei!+ve--e<>ffs--of--~·-supp-1-y+""' 

d+~~ iecttdr •lt~y~r:J .,_ be :enoefl:--~o-'tfte--hl!lft<H+"9 

of--~+it-to-the-po+nt-at:-.m+ett-~el>-ai+to-+s-.. ~-the~·HJ'pryTMJ 

dis~+h~o~-dacloT--eqH+peent--ef--e++--~s--r@qa+~-to 

~orke~-~~eftd-preYo~~+ftg-woge-r~es-+n~stat:e 

thtlgj. ~- :t.hll need-t if any. 

transportation charges to oe deducted by 

producer prices for bulk milk; 

for fraight or 

distributors fro• 

t+t~ • 2 reasonable return on necessary investment 

to all ordinarily efficient and economical •ilk dealers. 

16) If the board at any time proposes to oase all or 

any part of any official order establishing or revising any 

milk pricinJ form~las upon facts within its own knowledge, 

as distinguished from evidence which may be pres~ntea to it 

by the consuming public or the milk industry, the ooard 

shall, when publishing notice of proposed rule making under 

authority of this sectiony cause notice to oe given to the 
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consuming public and the milk industry of the specific facts 

within its own knowledge which it wilt consider, so that all 

interested parties will have opportunity to be heard and to 

question or rebut such facts as a matter of record. 

(71 The boardo after consideration of the evidence 

produced, shall 11ake written findings and conclusions and 

shall fix by official rule: 

(ar 'fhe l..be. for11ula whereby minisu• producer prices 

for ~ilk in classes I, II, and Ill shall be co•puted.i 

(b) ~e l..be. for•ula whereby •*~~ aaxiwua wholesale 

prices for •ilk in class I shall be computed.~ 

tet-~-fln'-+&-..hef'~by-~obber-p..+ees--f.,..._ffio 

+~-e•fts~~-sftft~+-ee-e~ted. 

tdtLkl ~he ~K for•uta whereby -+n~~ aaxiaum retail 

prices for ~ilk in class I shall be computed. 

(8) This section shall not be construed as requiring 

the board to promulgate any specific nu•ber of formulasy but 

shall be construed liberally so that the board say adopt any 

reasonable ••ethod of ex;nass ion to acco.,pl ish the objective 

set forth in .ill (a) • .Llllbr• tetr-....,d-t<~t-ebove. ~n~L:..Lll.~l 

~e. If the evidence presented to the board at any public 

hearing for the establishment or revision of milk pricinJ 

formulas is found by the board to require the establ isrunent 

of s2parat2 and varying wholesale ~rices for any particuldr 

uses, the board shall d~signate th~ reasons therefor and 

-6-
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establish such separate for8Ulas. 

(9) Each rule 

pricing for~ulas shall 

establishing or revising any milk 

classify milk by forms, classes, 

grades~ or uses as tne board may deem advisable and shall 

specify the mini•u• 0£ aaxiau• prices the~efor. 

(10) The milk produced in one natural marketing area 

and sold in another natural marketing area shall be paid for 

by a distributor or dealer in accordance with the pricing 

order of the area where produced at the price therein 

specified of the class or use in which it is ulti•ately used 

or sold. 

(11} No allowance for freight, other than freight for 

transportation of milk from the far• to plant, shall be 

charged to a producer by a distributor or dealer unless it 

is found and ordered by the board, after notice and hearing 

in the •anner hereinbefore specified• that such an 

additional freight allowance is necessary to per~it the 

movement of milk in the public interest. 

(12) All milk purchased within a natural marketing area 

by a distributor shall be purchased on a uniform basis. The 

basis to be used shall be established by the board after the 

producers and the distributors of the area have been 

consulted. 

(13) The board may amend any official rule in the same 

•anner provided herein for the original establishment of 
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milk pricing formulas; provided, furthero the board may in 

its discretion, when it determines the need exists• notice 

and hold ~ate-w~e ~~ public hearings affecting 

establishment or revision of milk pricing formulas in all 

market areas of the state. 

(l'o) U~on petition of a distributor or a •ajority of 

his producers, the board shall hold a hearing to receive and 

consider evidence regarding the advisability and need for a 

base or quota plan as a .athod of payment by that 

distributor of producer prices; and if the board finds that 

the evidence adduced at such hearing Marrants 

establishment of a base or quota plan, the board 

proceed by official order to establish the same. 

the 

shall 

(15) Upon ~board's own •otfon or upon petition by 

any producer, producer-distributor~ or distributor in any 

•arketing area, the board shall hold a hearing to receive 

and consider evidence regarding the advisability and need 

for an e~e-w+de ~~~or s~ete-w+~e ~atewjde pooling 

arrangement as a method of payaent of oroducer prices. 

provided that at such hearing the board shall among other 

things specifically receive and consider evidence concerning 

production and marketing practices which have historically 

prevailed in the area concerned or s~ate-w+~e statewide• as 

the case may be~£ eftd--+~ li the board finds that the 

evidence adduced at such hearing warrants the establishMent 

-8-
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of such an eree-w+ft ilL~ or ,...,.,te-w+d~ :ii,~.il;U: 

pooling arrangement, the board shall proceed oy official 

order to establish the samey-but-,.tteh-o~~+eie+--~der--~ft++ 

b~--e~--n~o~e--.... --~~~t--unot++--+t--+,.--epp.-ewed--+n-e 

re~~nd~ne.eoted-&y-~e-boftrd~&aeftg-e~~eted--predtteer,.y 

pred~er-~tr+~r~~-~tr+~~-

(lb) The requirements hereinabo~e set forth concerning 

notices of hearings for the establishaent of •ilk pricing 

foraulas shall apply to any hearings regarding base or quota 

plans or eree-.~ areavidB or ,.tete-w+ee stateytdg pooling 

arrangeaentsy or abandon-ent thereof.• 

Section 3. Section 27-408• R.C.M. 1947, is a•ended to 

read as follows: 

"27-408. Licenses to producers, producer-distributors, 

distributors~ end jobberst- and retail~~· In any •arket, 

where the provisions of this ~hapter applyo it is unlawful 

for a produ~er• producer-distributor, distrrbutor~ er 

to produce, transport, pro~ess. store, 

handle, distribute. buy~ or sell ailk unless the dealer is 

properly licensed 0~--p~d-b-y-~-·-ehftP'tero It is 

un1 awful far a person to ouy, sell. handle. proces5t or 

dist~ibute milk which he knows or has r~ason to belie~e has 

been previously dealt with or handled in violation of any 

provision of this chapter. The depart~ent may decline to 

grant a 1 icense 1 or may suspend or revoke a 1 ic~nse already 

-9-
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granted• upon due cause and after hearings.• 

Section 4. Section 27-409, R.C.M. 1947o is amended to 

reaa as follows: 

•27-409. Licenses disposition of inca-e. (l) A 

producero producer-distributor, distributor~ or jobber~_gL 

L~L aay not engage In the business of producing or 

selling milk subject to this chapter in this state without 

first having obtained a ll~e·nse from th<! department of 

livesto~k oro In the ~ase of ailk entering this state froa 

another state or foreign nation, without co•plying with the 

requiremEnts of the Montana Foodo Drug and Cosmetic Act, and 

without being licensed under this chapter by the departaent. 

'f'~n~-+t!!~----~ense-f'f'ttll-iofte-tfeper-ftt!--*~-t:wo 

do++~,.--f5rty---ene--+~--d~-be~ore--4a+y~y-Oftd--~h~-&e 

d~po~+ted-by-'the-&e~arotee~-to-othe--er~d+t--~~-~--~eriere+ 

~and There shall be oo fee LQL_tDe ljcensei whicn will be 

issued upon recei~t of a properly~ecuted apo1i~tioo and 

~_¥111__~--ln_~e~t until re~oked or syspended bv 

~2.su:.~L.2r until the Qusiru!ll~~rl~~.U.i.mL_w: 

~~QllLllLJl~li· 

( 2 ) ~"- -edct+t: .;..,n--ote- -tht!-;Jt'tna e+-He .... ,._1'~ey--tht! I.lli: 

department shall, in each yearo before April 1. for the 

purpose of se~uring funds to administer and enforce this 

chaptar, 1 evy an assessment upon producers., 

producer-distributors, and distributors as foll~ws: 

-10-
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(a} • ~ fee per hundredweight on the total volume of 

all milk subject to this act produced and sold ~y a 

producer-distributor•i 

(b) • ~ fee per hundredweight on the total volume of 

all milk subject to this act sold by a producer•~ 

(c) • ~ fee per hundredweight on the total volume of 

all milk subject to this act sold by a distributor, 

excepting that which is sold to another distrrbutor. 

(3) The department shall adopt rules fixing the amount 

of each fee. The aaounts •ay not exceed levels sufficient 

to provide for the ad•inistration of this act. The fee 

assessed on a producer or on a distributor may not be aore 

than one-half ft~ the fee assessed on a 

producer-distributor. 

(4) The assessaent upon producer-distributors, 

producers, and distrioutors shall be paid quarterly before 

January 15o April 15t July 15, and ~ctober 15, of each year. 

The a•ount of the assessment shall be computed by applying 

the fee designated by the department to the volume of milk 

sold in the preceding calendar quarter. 

(51 Failure of a producer, producer-distributor, or 

distributor to pay an assessment wh~n due is a violation of 

this chapter and his 1 i cense unde~---t~~~--ehep~~ 

auto•atically terminat~s and is void. A license so 

ter~inated shall be reinstated by the department u~on 
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pay•ent of a delinquency fee equal to th~~ty-p~-eeftt-t30%t 

of the assess•ent which was due. 

(b) All assess•ents required oy this chapter shall be 

deposited by the departMent in the earmarked revenue fund. 

All costs of ad•inistering this chapter, including the 

salaries of employees and assistants, per diem and expenses 

of board me~berso and all other disburse•ents necessary to 

carry out the purpose of this chapter, shall be ?aid out of 

control board moneys in that fund. 

(71 The departaent may. if it finds the costs of 

administering and enforcing this chapter can be derived from 

lower rates, a•end its rules to fix the rates at a less 

a-aunt on or before the first day of April in any year.• 

Section s. Section 27-410, R.(.N. 1947• is a•ended to 

read as follows: 

•27-410. Application for licenses. An applicant for 

1 icense to operate as a producer, producer-distributor, 

distributor, o~ jobber~~--~~ shall file a signed 

application upon a blank prepared under authority of the 

depart~ento and an applicant shall state facts concerning 

his circumstances and the nature of the business to be 

conducted which in the opinion of the depart~ent are 

necessary for the administration of this chapter. The 

application shall certify the applicant to be the holder of 

all licenses required by the departaent of 1 ivestock for 

-12-
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the conduct of his ousiness or. in the case of ~ilk entaring 

this state fro~ another state or foraign nation, compliance 

with the requirements of the Montana Food, Drug and Cosmetic 

Act. 

~ee-~H~ed-~o-be-pe~• 

Section 6. Section 27-414, R.c.M. 1947o is amendad to 

read as follows: 

•z7-414o Rules of fair trade practices. The department 

may adopt reasonable rules governing fair trade practices 

as they pertain to the transaction of business among 

licensees under this chapter and a.ong licensees and the 

general public. Those rules shall containy but are not 

li•ited tay provisions prohibiting the following aethods of 

doing business which are unfair, unlawful, and not in the 

public interest: 

(L) ~ ~ payaento allowance, or acceptance of 

l7 secret rebates. secret refunds. or unearned discounts by a 

18 person, whether in the form of Maney or otherwise•~ 

19 (2) ~~giving of •ilk, cream, dairy products, 

20 services. or articles of any kind, except to bona fide 

21 charities, for the purpose of securin?. or retaining the 

22 fluid milk or fluid cream business of a custo=er~L 

23 

24 

25 

(3) Tfle ~extension to certain custo~ers of special 

prices or services not available to all custo=ers who 

purchase milk of like quantity under like terms and 
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I 'ol 'l'ftt! L.M purchasing, processing, bottl i ngo 

pac kag'i ng • transporting, delivering~ or otherwise handling 

in any •arketing area of milk which is to be or is sold or 

otherwise disposed of at less than ~---+~•n•-who+~a~-sn~ 

.,,_M_, ___ reta-i--l--""Jlri..- t.~ cost ~!lgl!lg__bu..:UJl~-.:o 

established by tbe board~ a •inimu• p~ established 

by the board• ~robjbjt the sale.gf~as_~~-leader 

j_n any •arkeU 

(5) 'l'ftt! tD& payment of a price lower than the 

applicable producer price, established by the board, by a 

distributor to a producer for •ilk which is distributed to 

any person, including agencies of the federal, state~ or 

local government.• 

-End-
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STATE OF MONTANA 
REQUEST NO. 176-77 

FISCAL NOTE 

Form BD-15 

----------------------------------------------------~ 
In compliance with a written request re~aived January 26 19 ]]__ • there is hereby submitted a Fiscal Note 
for ______ House Bill 322 pursuant to Chapter 53, laws of Montana, 1965- Thirty-N!nth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of-the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 322 is an act to revise minimum price fixing of milk at the wholesale and retail level so as to prohibit the sale 
of milk as a loss leader in markets, to establish maximum price fixing of milk at the wholesale and retail level, to eliminate 
price fixing for the jobbing of milk, and to require licensing of milk retailers. 

ASSUMPTIONS: 

1. The milk control board will establish the cost of processing and delivering milk by surveying all processing plant and 
retailer costs and calculating a weighted average cost of doing business. 

2. At a minimum, it will be necessary to survey costs on a quarterly basis in order to update the weighted average cost. 
3. Because of the voluminous nature of cost data at the processing and retail level, it will be necessary to physically audit 

cost data to insure accuracy. 
4. The compilation of cost data will act as a means of evaluating the mathematical pricing formula variables. 
5. There will be a requirement for additional hearings under this act. 
6. Deletion of the provision for a $2 license fee provided in Section 27--409 will have a minimal fiscal effect. 

FISCAL IMPACT: 

Personal services 
Operating expenses 

Increased expenditure under proposed law 

FY 78 

$14,602 
9,100 

m1o2 

FY 79 

$15,624 
8,250 

$23,874 

_l?;h_p cL it-~==--<~ 
BUDGET DIRECTOR 0 V ' 
Office of Budget and Program Planning 

Date: --.-/'----=)...:___?~-!...'-f-7---


